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CALI FORNI A SECURI TI ES BROKER CHARGED W TH SECURI TI ES AND W RE
FRAUD FOR COLLUSI VE Bl DDI NG ON MUNI Cl PAL BOND RESTRUCTURI NG

WASHI NGTON, D.C. -- In the first prosecution of its kind,
the Justice Department's Antitrust Division today brought
crimnal securities fraud charges against a California securities
brokerage firmfor using fictitious nonconpetitive bids and ot her
m srepresentations during the restructuring of a Tanpa, Florida,
muni ci pal bond escrow account.

The crimnal securities fraud charge, along with a wire
fraud charge, were filed in U.S. District Court in San Francisco
agai nst Muni ci pal Governnent |nvestnment Associates Inc., a San
Franci sco brokerage firm

In a two-count crimnal case, the governnment accused the
firmof submtting false and collusive bids and bid certification
letters during the city's sale of forward supply contracts. A
forward supply contract is a specialized securities investnment in
whi ch the purchaser buys the right to invest the proceeds of U S.
Treasury notes as they mature in the city's escrow accounts.

When a city or other governnental entity refinances debt,
such as tax-exenpt bonds issued to build water treatnent plants
or jails, it is required to create an escrow account which
contains U S. Treasury securities purchased with the proceeds

rai sed by issuing new, |lower interest rate nunicipal bonds. The
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escrow account is used to continue to pay off the principal and
interest on the original bonds as those paynents becone due.

In this case, Minicipal Governnent |nvestnent Associ ates,

I nc. assisted Tanpa in restructuring nore than $138 mllion in
muni ci pal bonds between Septenber 1992 and April 1994 and

all egedly msrepresented to city representatives that the bidding
for the forward supply contracts was i ndependent and conpetitive.

"Contrary to its msrepresentations, Minicipal Governnent
| nvest nent Associates and its co-conspirators created and
arranged col lusive, false and inaccurate bids,"” said Anne K
Bi ngaman, Assistant Attorney General in charge of the Antitrust
Division. She said the firmfraudulently failed to disclose
profits of nore than $1.2 mllion it nmade fromthe sale of the
contracts.

Bi ngaman al so said the Antitrust Division is conmtted to
using all appropriate |egal resources to conbat collusion and
ot her mani pul ations in any bidding process no matter how conpl ex
t he i ndustry.

Bi ngaman said the charges resulted from an ongoing federa
grand jury investigation into collusive bidding and fraud in the
muni ci pal bond escrow restructuring business. The investigation,
whi ch is being conducted by the Antitrust Division' s San
Francisco Field Ofice with the assistance of the Federal Bureau
of Investigation's offices in San Francisco and Salt Lake City,
Utah, and the U S. Securities and Exchange Conm ssion, wl|
conti nue.

The maxi mum penalty for a corporation convicted of a

violation of the securities fraud statute is a fine of $2.5
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mllion, twice the pecuniary gain the corporation derived from
the crime, or twice the pecuniary |oss suffered by the victins of
the crime, whichever is greatest.
The maxi mum penalty for a corporation convicted of violating
the wire fraud statute is a fine of $1 million, tw ce the
pecuni ary gain the corporation derived fromthe crine, or twce
the pecuniary | oss suffered by the victins of the crineg,
whi chever is greatest.
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